Tld NOWWWYOdYOD 
“UNG "IML ssaNisoa 
CMT OITENd GNWTIARIS 


a 
a 


financial highlights 


a 


per cent 


1965 increase 


net sales and rentals... .. . $189,776,071 18 


MEP INCOME! sc. «005: snes ees 6,951,301 17 


earnings per common share... 1.94* 23 


shareholders’ investment ...... 55,551,010 


working capital............. 28,869,460 


common shares outstanding... 388,886 * 


*Adjusted for recapitalization effected in January, 1967. 


to the people we serve 1966 saw The Dayton Company 


grow in sales volume and profits. We expanded our scope of operations by developing and 
implementing strategies in retailing where we believe new opportunities exist. Our forward 
advances were substantial, and the returns have exceeded projections—laying a strong base 
for future growth. Net retail sales for the year were $217,961,635, an increase of $31,794,964 
or 17 percent over the previous year. Net income of $8,104,984 compared with $6,951,301 in 
1965, a 17 percent gain. As a result of this year’s performance, earnings per common share 
rose 23 percent to $2.38. By reaching this new high, the Company achieved a growth of 
more than five and one-half times in earnings per common share in the past five years. @ 
Dayton‘s department store operation again led the Company in sales and profits. Dayton’s 
Brookdale, our sixth department store, opened in Brookdale Shopping Center in the northern 
Minneapolis suburb of Brooklyn Center during August and started out well above our planned 
volume. i Recognizing the thirst for newness created by a burgeoning youth market and an 
affluent, highly educated consumer group—those who are freer to spend more of their dis- 
posable income in the retail marketplace —1 5 new shops were opened in Dayton’s stores during 
the year. Their initial success has demonstrated to us how creative retailing can increase 
demand and hence open up new sales opportunities. More shops are being planned to capital- 
ize on this trend. & In October of 1966, the Company broadened its operations by moving out 
of our traditional Upper Midwest trade area and opening two Target stores in Denver, bringing 
the total number of Target stores to seven. We have been highly gratified by the enthusiastic 
customer response in the Colorado capital to Target's quality discount merchandising policy. 
Each of the four initial Target stores in Minnesota continued to show strong growth. The 
fifth store, in the Minneapolis suburb of Bloomington, contributed very satisfactory volume 
and profits in its first full year of operation. BH Dayton Development Company completed the 
second stage of Brookdale Shopping Center with the opening of the 195,000-square-foot 
Dayton’s Brookdale, an 87,000-square-foot expansion of the J. C. Penney Co. store, com- 
pletion of 75,000 square feet of additional tenant rental space, and parking area for 2,000 
more cars. Land was acquired for a third shopping center to be built in the St. Paul suburban 
community of Roseville. & The Company’s newest strategy, B. Dalton, Bookseller, opened its 
first store in Southdale Shopping Center August 1. This followed a year-long study which 
revealed a distinct potential for the sale of quality books and educational materials, adult 


games and records in attractive facilities in suburban communities. The idea has proved to be 
a successful one, and a format has been developed which allows us to seek new markets 
aggressively. At the close of the year, our second and third B. Dalton stores were being readied 
for opening in shopping centers in suburban St. Louis, Missouri. | The Dayton Company's 
extensive capital expenditure program of $10,000,000 in 1966 is being followed by another 
growth program totaling $15,000,000 in 1967. Dayton’s Minneapolis downstairs store will be 
completely remodeled ; the eighth and ninth Target stores will be constructed in West St. Paul 
and in the northern Minneapolis suburb of Fridley; Brookdale Shopping Center will be ex- 
panded with the addition of a fourth major department store, Donaldson’s, a subsidiary of 
Allied Stores Corporation; six B. Dalton outlets are scheduled for completion in 1967. &@ Con- 
tinuing the program of public service to help build the communities in which we operate, The 
Dayton Company again distributed five percent of its pre-tax profits for charitable and civic 
purposes. Included were a $50,000 gift for a study of Twin Cities metropolitan area taxation, 
an annual college scholarship program for children of employees with an initial distribution 
of $15,000, and a three-year grant of $100,000 to Pillsbury Citizens Service in Minneapolis to 
expand its search for new approaches and solutions in the area of juvenile problems. These 
are examples of how we are striving to improve the environments in which our customers and 
employees live and shop. The vehicle for carrying out this program is The Dayton Company 
Foundation, which dates back 50 years to when it was established by the Company’s founder, 
George Draper Dayton. & We look for continued growth in 1967. Factors which should result 
in significant sales gains are the 494,000 square feet of new retail space completed in 1966 
that will be working full-time in 1967, and increased volume from new Target and B. Dalton 
stores to be opened later in the year. M@ Just a year ago, we published and distributed an 
annual report for the first time. We chose then, and reaffirm with this report, our intention to 
operate in the public limelight. The experience of being challenged and tested through outside 
measurement of our activities is a stimulating one and we count on it to spur us to greater 
achievement and improved performance. 


Donald C. Dayton Bruce B. Dayton 
Chairman of the Board President 


Dayton’s Brookdale—newest store. 


at dayton's 


shop and discover—In the forefront of the trend towards shops within a store, Dayton’s 
opened 15 shops in 1966 to capitalize on the desire of a rapidly-growing number of shoppers 
to express their individuality through their purchases. @ The shops’ names alone indicate their 
appeal to these customers— Out of Sight |, Out of Sight Il, Out of Sight VII, the Indeed Shop, 
Brick and Brass, Collectors’ Corner, Chest of Drawers. They are designed for those who want 
to be different, those who want to shop and discover. lf Trend setters like the “Out of Sights”, 
two of them in former display windows of the Minneapolis store, are shops ever searching 
for what's new. They offer more ideas per square foot than the shopper's eye can count— 


INDEED! 


Everything in sight... Out of Sight II. 


from a Danish streetcar strap to prismatic glasses to paper dresses to whatever is the latest 
trend—all in a happy jumble. HM Because these new shops attracted customers and put them 
in an exploring mood, the result was to promote more traffic throughout the stores. | 


6th store—On August 1, Dayton’s opened a 195,000-square-foot department store in 
Brookdale Shopping Center, bringing the total to three major full-line department stores in this 
center. Dayton’s Brookdale is located in the heart of an expanding, youthful market, and its 
merchandising is aimed at satisfying the needs and desires of this group. Hi With the addition 
of the Brookdale store, the total store area of Dayton’s department stores has grown to 
2,406,308 square feet, an increase of 101 percent since 1954 when the first branch store 
was opened. 


1,470,528 * * * gate * * * Expanding the “show biz” approach to retailing promotions, 
Dayton’s doubled the attendance at its auditorium events in 1966, reaching a record high 
of nearly 1.5 million. &@ Live elephants eight floors up, 500,000 blossoms, folksingers Simon 
and Garfunkel—those were some of the spectacular sights and sounds that brought record 
crowds into the Minneapolis store and into the new 5,000-square-foot auditorium in the 
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Out of Sight | 


St. Paul store. Dayton’s now programs 17,000 square feet of auditorium space throughout 
the year to build customer traffic by bringing excitement and entertainment to the shopping 
experience. f@ Biggest ‘hit’ was the single, most ambitious promotion in Dayton’s history : 
An authentic re-creation of Dickens‘ London Towne that required two years of effort to 
create and drew a half-million persons. 


build-up downtown—Extensive new building programs have been undertaken in down- 
town Minneapolis and St. Paul the past three years. M In Minneapolis, Nicollet Avenue is 
being transformed into the eight-block-long Nicollet Mall with curving sidewalks decorated 
with terrazzo and patterned tile, lighted fountains, benches, trees, dozens of plantings of 
flowers, and a serpentine roadway for buses and taxis. Dayton’s commissioned sculptor 
Alexander Calder to create a mobile stabile, which will be installed in the Mall plaza in front 
of Dayton’s store. When the $3.3 million project is completed this year, additional buses will 
move faster and will bring five times more shoppers to the downtown area via Nicollet 
Avenue than in the past. Going up across Eighth Street from Dayton’s is the 20-story Midwest 


New concept in display. 


Federal Savings and Loan Building ; Northern States Power Company is in its new home; high 
rise apartments now tower above the Gateway Center. lf In downtown St. Paul, more than 
$64 million in new buildings have been completed or are under construction—all within 
four blocks of Dayton’s. Newest additions to the city’s skyline are the 24-story Hilton Hotel 
and the 20-story Osborne Building housing Economics Laboratory, Inc. 


doubleheader out west 


The Grand Opening of Target's two newest stores in Denver on October 13 attracted overflow 
crowds. Twenty-five thousand Coloradans visited the stores in the first six hours. Target's 
immediate acceptance in its first venture outside Minnesota has been followed by a sales 
growth pattern similar to Target Stores in the Twin Cities and Duluth. lM The stores, each 
146,000 square feet in size, are located on major thoroughfares in western and southeastern 
suburban Denver. They offer a quarter-million items strongly centered on everyday shopping 
needs, displayed for mass impact. Customer loyalty is predicated on a policy of selling first 


“Show Biz” for back-to-school “biz.” 


quality, nationally advertised goods on a low margin basis with full return privileges. Target 
statistics for the past two years show that its customers spend an average of more than $7.50 
per visit, excluding groceries. This compares with an industry average of $5.05. M Today, 
Targets serve the Minneapolis suburbs of Bloomington, Crystal, and St. Louis Park; the 
St. Paul suburb of Roseville ; Duluth and Denver. Next? Another double-header : Two more 
Target stores for the Twin Cities—numbers eight and nine scheduled to open Fall, 1967. @ 
Total retail area of the seven Target stores now in operation is 889,000 square feet. 


growing / developing 


Dayton Development Company operations in 1966 spurred the growth of Southdale and 
Brookdale as major centers of economic activity for the communities they serve. This progress 
was accomplished by completion of Stage I! of Brookdale Shopping Center, sale of commercial 
development land adjacent to the two centers for $1,771,355, and the opening of seven new 
retail and service facilities on the perimeter of the Centers. i Brookdale Shopping Center was 
increased to 857,000 square feet with the addition of a Dayton’s store and 20 other new stores 
and services. Forty percent more parking area was added to provide space for a total of 4,900 


Pucci fashions for The Friends Of The Minneapolis Institute of Art 
at premiere of Italian Village import fair, Dayton’s auditorium. 


automobiles. Underway is Stage II], which will include the addition of a Donaldson’s depart- 
ment store. When this stage is concluded, Brookdale will be the first closed mall shopping 
center in the United States with four major department stores. \ Land sales will lead to con- 
struction of supermarkets, office buildings, apartments, a furniture store, auto supplies store, 
and a theater—enterprises attracted to the shopping centers as a result of their becoming retail, 
service and recreational focal points for residents of surrounding suburban areas. An example 
is Red Owl Stores, which is building supermarkets new in concept and design at both centers— 
octagonal structures to achieve a front door approach in all directions. J As the dominant 
shopping center developer in the Upper Midwest, Dayton Development Company continues 
to establish new retail areas in rapidly-growing suburban communities. During the year, 100 
acres of land were acquired for a shopping center to be built in Roseville on the northern side 
of St. Paul. Stage | planning includes construction of 600,000 square feet of retail area. 
Ultimately, the shopping center will have a million square feet of retail space. A similar amount 
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of land previously was acquired for the proposed 12 Oaks Shopping Center, which will be 
built in a suburban area west of Minneapolis. Hl With the additions made in 1966, Dayton 
Development Company now leases 1,426,500 square feet of retail, service, and office space. 


meet b. dalton, bookseller 


The first B. Dalton, Bookseller, is a 7,200-square-foot store at Southdale Shopping Center. 
Why B. Dalton? Surveys conducted by the corporate planning staff showed that growing 
trends of affluence, education, sophistication and leisure in suburban areas projected strong 
potential for sales of books, records, tapes, phonographs, globes, greeting cards, maps and 
gifts. Mi The B. Dalton store concept emphasizes the open look of a contemporary college 
study hall where the customer can indulge his interests and pursue his needs in stimulating 
and pleasant surroundings in which 12,000 hard and soft cover books are displayed. There 
are desks for browsers and a children’s section scaled to a child’s world. M The second and 
third B. Dalton stores are situated in the Northwest Plaza and Crestwood Plaza shopping 
centers in St. Louis, Missouri. 


150 Dickens characters, most of them animated, Christmas at the Cratchits in Dickens’ London, 1850, 
in four blocks of two-story clapboard buildings. from “The Christmas Carol.” 


Dickens’ London Towne—seen by a half-million persons. 
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professional management 


Committed to the philosophy that organizational growth and development are the keys to 
future expansion, The Dayton Company is constantly striving to improve its techniques of 
professional management. Since the founding of the 4-Company Management School nine 
years ago, all of the top management team has attended. This past year, 20 members of that 
team completed the course. Also, all officers of the Company spent at least one or two weeks 
away from the business in 1966 attending management or professional seminars. The Com- 
pany’s own three-day middle management course was completed by 220 key employees. @ 
Stimulated by this educational process, the Company's concept of professional management 
is continually evolving. Now establishing standards of performance for each executive position 
augments the process of setting goals and objectives and of annually reviewing individual 
performance in relation to these goals and objectives. These are basic components of a 
method designed to build an organizational team equal to the long range plans of the Com- 
pany and to enable each individual to realize his full potential. 


Outlook 


& Overleaf: Target in the Rockies. 
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financial review 


sales-Total revenues of The Dayton Company and all subsidiaries during the fiscal year ended 
January 28, 1967, were $223,210,637, representing an increase of 18 percent over the pre- 
vious year’s income of $189,776,071. The largest retail sales volume in the Company’s history 
in 1966 accounted for $217,961,635 of the total, exceeding by 17 percent the $186,166,671 
reported in 1965. The two real estate subsidiaries, Dayton Development Company and 
Eighth Street Development Company—both of which set new highs—produced rentals from 
operating properties totaling $5,692,388, a 14 percent increase over the preceding 12-months- 
period, and $1,771,355 from sales of undeveloped land. 


earnings—Net income from all operations of $8,104,984 was 17 percent above last year. 
The retail divisions contributed $7,852,060 of this amount and the real estate companies 
$232,571, with the remainder coming from Dayton Credit Company. @ Earnings per common 
share, adjusted for the recapitalization described in this report, were $2.38 for 1966 as 
compared to $1.94 for 1965, an improvement of 23 percent. li Dividends on common stock 
of The Dayton Company were increased to an annual rate of 30 cents, beginning in the 
third quarter of 1966. M The 1966 income tax accrual reflects the capital gain treatment 
accorded the land sales of Dayton Development Company, and an investment credit of 
$243,728. 


capital structure—Common shareholders’ equity increased to $54,719,273 from 
$40,625,910. This was due primarily to a gain of $4,980,766 in retained earnings, and addi- 
tional paid-in capital of $7,421,236 resulting from the exchange of preferred stock into 
common stock. i The capital structure of the Company was simplified in 1966. All of the 
42% Second Preferred Stock and 5% Third Preferred Stock of The Dayton Company, and all 
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Preferred Stock of Dayton Development Company, were eliminated, either by exchange into 
common stock of The Dayton Company or by cash redemption. Preferred stock in the amount 
of $7,644,600 was exchanged for common stock and $3,976,700 of preferred stock was 
redeemed for cash. M A $4,844,902 increase in the long term debt of the retail companies 
reflects the interim financing for two Target stores opened in Denver in October of 1966. 
Permanent financing for these two stores has been arranged on a private placement basis. 
The $1,587,997 increase in long term debt of the real estate companies results from the 
completion of Stage |! of Brookdale Shopping Center. 


capital expenditures and working capital—Capital expenditures for all operations 
totaled $10,032,404 in 1966. Of this amount, $7,070,634 was for retail development, including 
Dayton’s Brookdale store and the two Denver Target stores. The real estate companies 
expended $2,961,770 for the expansion of Brookdale Shopping Center and the continuing 
development of the areas surrounding Brookdale and Southdale shopping centers, and for 
purchases of land. ™ For 1967, more than $15,000,000 is programmed for capital improve- 
ments with $10,000,000 of this sum allocated for retail expansion and $5,000,000 for real 
estate operations. ! Depreciation charges in 1966 totaled $4,030,635, consisting of $2,812,932 
for the retail companies and $1,217,703 for the real estate companies. This compares with a 
total of $3,705,324 in 1965. HM The net working capital increased $4,385,350 to $33,254,810. 


dayton credit company -Completing its first full year of operations, Dayton Credit Com- 
pany owned total receivables of $6,676,055 at year end. Throughout most of the year, the 
amount of receivables owned was substantially less than the volume owned at the close of 
the fiscal period. Net income before taxes and interest was 1.6 times interest charges. 
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The Dayton Company and Retail Subsidiaries 
statement of income 


Net retail sales, including sales of leased departments..................-...+ 


Costs and expenses: 
Cost of sales and expenses exclusive of items listed below................. 
MaiNntGnanCO and TODAS oie ac visi nrc ands saals asian ealess que Menino 


Depraciaton7And BMOniZaON: ons oe cea. cieco can in tance oo caneeciee cee. | 


Rentals (including 1967—$1,743,318; 
1966—$1,295,974 paid to unconsolidated real estate subsidiaries)... .. . 


WnteVOSt <3 ci:6:5 ps coatmacla stomrare a oars 
Taxes other than taxes on income 


SONCTRRION BE POLROTIIOTND ORIN owas wie vege os tie och naps cadre edna rads Meneke | 


WOnes On Income—Mote Asi 6 is ko oe ve vb asa sew Rae ae ct eae sees 
NET INCOME FROM RETAIL STORES 


Equity in net income (loss) of unconsolidated subsidiaries-Notes A and H.. . | 


NET INCOME 


EARNINGS PER COMMON SHARE—Note G 
PRO FORMA EARNINGS PER COMMON SHARE—Note G 


See notes to financial statements. 


Year Ended 


January 28, 1967 


January 29, 1966 


$217,961,635 


$191,007,108 
823,379 
2,812,932 


3,023,004 


24) 1,267,986 


3,811,615 
846,551 


$186,166,671 


$160,514,978 
763,572 
2,723,071 


2,088,720 
1,154,153 
3,745,154 

943,042 


$203,592,575 
$ 14,369,060 


| 6,517,000 


$ 7,852,060 


252,924 
$ 


8,104,984 


$2.23 | 
$2.38 | 


$171,932,690 
$ 14,233,981 
7,105,000 

$ 7,128,981 

(177,680) 

$ 6,951,301 
$1.91 

$1.94 
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The Dayton Company and Retail Subsidiaries 
statement of financial position 


ASSETS 


CURRENT ASSETS 


Accounts receivable, 
less allowance (1967—$388,022 ; 1966—$386,598)......... 


Merchandise inventories—NoteB.................0.0005 


Supplies and prepaid expenses...............000 00 ee eue 
TOTAL CURRENT ASSETS 


INVESTMENTS AND OTHER ASSETS 
Investment in subsidiariles—NoteA ............ 0.000000 00 ee 


Marketable securities—at cost 
(market prices 1967 —$3,017,416 ; 1966—$3,667,828)....... 


OTNORACCOUNTB: ys c.5 pi cds: ox else da, agtcesnees sae asd baumaanne Sere Dieu eie 


PROPERTY AND EQUIPMENT— 
on the basis of cost—Notes Cand D.................. 
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January 28, January 29, 
1967 1966 


| $ 4,838,628 | $ 4,004,389 


23,675,791 24,765,744 
31,317,693 27,770,196 


678,079 386,353 
$ 60,510,191 | $ 56,926,682 


$ 12,659,861 $ 9,898,845 


661,204 1,379,171 

987,990 1,111,883 

$ 14,309,055 | $ 12,389,899 
| 


34,336,826 30,091,124 


$109,156,072 | $ 99,407,705 


LIABILITIES 


CURRENT LIABILITIES 


Accounts payable and accrued liabilities................... 


Income taxes, including deferred taxes on income reported on the 
installment basis (1967—$3,153,000; 1966—$2,868,000)..... 


Long-term debt due within one year....................04. 
TOTAL CURRENT LIABILITIES 


LONG-TERM DEBT—due after one year—NoteD............... 


DEFERRED CREDITS, including deferred 
income taxes (1967—$2,039,500 ;1966—$1,714,393)—NoteA... 


SHAREHOLDERS’ INVESTMENT—Notes A, D and E 
PrOterred | Stokes. atic eee ssestinns eeaPae thon eh no idea 
COMIMONIStOCK oe Bae ee RD Fen es oy i ah am ieee sles 
Aaditionalipaid=in:capitalln: it 2-.27...05 sen ee ae eae oe 
Retainadieamings:ccmtereran.? cc, t re ee ier unten tes chee 


See notes to financial statements. 


January 28, January 29, 

1967 1966 

$ 19,299,624 | $ 17,593,850 

6,158,754 7,405,693 

880,098 875,282 

$ 26,338,476 | $ 25,874,825 

20,569,862 15,724,960 

2,529,161 2,256,910 

|$ 4,999,300 | $ 14,925,100 

3,274,111 1,582,750 
7,421,236 — 

44,023,926 39,043,160 

$ 59,718,573 | $ 55,551,010 

109,156,072 | ¢ 99,407,705 
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The Dayton Company and Retail Subsidiaries 
statement of retained earnings 


Year Ended 


January 28, 1967 | January 29, 1966 


Balance at beginning of year—Note A... 2... cnn eee eee eee $ 39,043,160 $ 33,282,368 
Add net income for the year 8,104,984 6,951,301 
$ 47,148,144 $ 40,233,669 
Deductions: 
Cashidividends:on Preferred Stock; < irisias sissies be jae wean nnaleneis od $ 814,796 $ 894,440 
Cash dividends on Common Stock | ! 
(1967—$.175 a share; 1966—$.0125 a share). .............. 002.000 e ee 536,585 39,569 
Stock split effected in the form of a stock dividend | 
of one share of Common Stock for each share outstanding. ............ 1,535,500 _ 
Excess of cost over par value of Common Stock acquired for treasury...... | 237,337 256,500 
a2 3,124,218 $ 1,190,509 
Balance at ond Of Year. 56% 0s, 25. dou, oe steriaae ai ee pclae ds Hid see Malas hace TE | $ 44,023,926 $ 39,043,160 | 


See notes to financial statements. 


The Dayton Company and Retail Subsidiaries 
statement of source and application of funds 


Year Ended 


January 28, 1967 January 29, 1966 
| 


Source of funds: 


Net income: tortie Wear ok. Gro sic Bar. r on ast ane dea aremesam erida ce eae ces $ 8,104,984 | $ 6,951,301 
Doepreciation:and amortization? sc waco eravy vos oes dene hee acne 2,812,932 | 2,723,071 
Increase (decrease) in long-term debt 4,844,902 | (907,574) 
ORO ir ik ctaaa ive Miaeeet tarts albeoteg Sptnee an) aha eA Ge niean RNS aleree cote ae eis 1,257,702 | 525,228 

$ 17,020,520 $ 9,292,026 

Application of funds: 

Dividends ova $ 1,351,381 $ 934,009 
Net additions to property and equipment. ...................6..0.0e0e ee 7,058,634 1,734,228 
Increase in investment in unconsolidated subsidiaries. .................... 1,842,416 673,684 
3,504,640 | 501,500 


143,591 | 642,608 


3,119,858 | 4,805,997 
$ 17,020,520 | $ 9,292,026 


See notes to financial statements. 
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The Dayton Company and Subsidiaries 
notes to financial statements 


January 28, 1967 
Note A—PRINCIPLES OF CONSOLIDATION AND OTHER ACCOUNTING POLICIES 


The financial statements of The Dayton Company and Retail Subsidiaries appearing on pages 21 to 24 include the accounts 
of The Dayton Company and retail subsidiaries (all wholly-owned) after elimination of material intercompany accounts and 
transactions. The accounts of wholly-owned real estate and finance company subsidiaries are not consolidated and the 
investment therein, previously carried at cost, is carried at equity. This change in accounting has been given retroactive effect 
in the financial statements and has decreased net income for the year ended January 29, 1966 by $177,680 and has increased 
retained earnings at January 30, 1965 by $37,665. 


The financial statements of The Dayton Company and All Subsidiaries appearing on pages 28 to 30 include the accounts of 
the Company and all subsidiaries. 


Deferred income taxes included in the tax provision arise from the use of accelerated depreciation for tax purposes. The invest- 
ment credit has been used to reduce income taxes for the year. 


The following table reflects certain data as to deferred income taxes, investment credit and expense reclassifications : 


The Dayton Company The Dayton Company 

and All Subsidiaries and Retail Subsidiaries 

1967 1966 1967 1966 
Deferred income taxes...............---4- $ 479,222 |$ 365,105 | $ 325,107 |$ 314,481 
nvosinant Cro oc. oa Seer toes teks 243,728 138,866 224,021 130,784 
Cost of sales, buying and occupancy expense... | 167,093,428 | 141,388,452 165,010,926 | 139,686,954 
Selling, general and administrative expenses.. . . 38,821,472 32,100,758 37,313,663 31,256,511 


Note B—MERCHANDISE INVENTORIES 


Substantially all merchandise inventories on hand and in transit are priced at cost under the retail method on the last-in, first-out 
basis. Inventories are stated at 1967—$1,166,372 and 1966—$664,219 less than the amount which would have been 
determined under the retail inventory method without regard to last-in, first-out principles. 


Note C—PROPERTY AND EQUIPMENT 


The Dayton Company The Dayton Company Real Estate 
and All Subsidiaries and Retail Subsidiaries Subsidiaries 
1967 1966 1967 1966 1967 1966 
Land and land a 
improvements.... | $ 21,682,414 | $20,598,083 | $ 7,408,323 | $ 6,502,368 | $14,274,091 | $14,095,715 
Buildings......... 61,969,569 | 57,461,588 31,341,738 | 28,794,001 30,627,831 | 28,667,587 
Equipment........ 19,566,128 | 15,671,520 19,000,042 | 15,427,964 566,086 243,556 
$103,218,111 | $93,731,191 | $57,750,103 | $50,724,333 | $45,468,008 | $43,006,858 
Allowances for 
depreciation. ... . 31,169,076 | 27,196,743 23,413,277 | 20,633,209 7,755,799 6,563,534 
$ 72,049,035 | $66,534,448 | $34,336,826 | $30,091,124 | $37,712,209 | $36,443,324 
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The Dayton Company and Subsidiaries 
notes to financial statements 


Note D—LONG-TERM DEBT 


The Dayton Company The Dayton Company Real Estate 
and All Subsidiaries and Retail Subsidiaries (1) Subsidiaries (2) 
1967 1966 1967 1966 1967 1966 
5%% sinking 
fund notes....... $12,800,000 | $13,600,000 | $12,800,000 | $13,600,000 | $ $ — 
Mortgage notes..... 24,767,398 | 19,477,456 2,044,862 2,124,960 22,722,536 | 17,352,496 
Interim financing... . . 5,725,000 3,200,000 5,725,000 — - 3,200,000 
Contracts for 
purchase of land... 2,401,996 2,984,039 _ _ 2,401,996 2,984,039 
$45,694,394 | $39,261,495 | $20,569,862 | $15,724,960 | $25,124,532 | $23,536,535 


(1) The 5%% sinking fund notes are payable by The Dayton Company $800,000 annually on each January 31st through 1981 and the 


balance January 31, 1982. The sinking fund note agreements contain requirements and limitations relating to sale of receivables, 
working capital, dividends, and other restricted payments. 


The mortgage notes of a retail subsidiary bear interest at 64% and are payable $52,764, including interest, quarterly. The net carrying 
amount of land, land improvements, buildings, fixtures and equipment pledged as collateral to the mortgage notes aggregates 
$3,611,368. Interim financing for two discount stores constructed in 1966 will be replaced by a first mortgage note in the approximate 
amount of $2,200,000 at 7%%, payable in quarterly installments, including interest, of $62,000 for the first five years and $50,000 for 
the remaining twenty years. Interim financing for land for these stores will be replaced in 1967 under terms of sale and leaseback 
arrangements which will require annual rentals of approximately $225,000. 


(2) The contracts and mortgages of the real estate subsidiaries bear interest at rates from 4% to 64% and are payable over periods ranging 


from 3 to 25 years from inception. Aggregate annual payments through January 1972, including interest where it is a part of the 
required monthly payment, are as follows: 1968—$2,749,158, 1969—$2,732,207, 1970—$2,421,318, 1971—$2,347,764, 1972— 
$2,347,764. 

The net carrying amount of land, buildings and equipment pledged as collateral to the mortgage notes aggregates $29,374,461. 


Note E-SHAREHOLDERS’ INVESTMENT 
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Preferred Stock: 


1967 1966 


First Preferred—Series A, 6% cumulative, par value $100 a share, 
redeemable at par and unpaid dividends: 
Authorized 45,000 shares; issued 41,830 shares less 
those in treasury 1967—14,696 shares; 1966—5,949 shares......... 
First Preferred—Series B, 6% cumulative, par value $100 a share, 
redeemable at $113 a share and unpaid dividends to 
February 5, 1967 and at reduced amounts thereafter : 
Authorized 26,000 shares; issued 25,971 shares less 
those in treasury 1967—3,112 shares; 1966—2,188 shares.......... 2,285,900 2,378,300 
Second and Third Preferred retired in recapitalization during year............ _ 8,958,700 
$ 4,999,300 | $14,925,100 


$ 2,713,400 | $ 3,588,100 


The Dayton Company and Subsidiaries 
notes to financial statements 


Note E—SHAREHOLDERS’ INVESTMENT (Cont'd) 


Common Stock, par value $1 a share: 
Authorized 4,000,000 shares ; issued shares 1967—3,657,364 ; 
1966—1,717,000 less those in treasury 1967—383,253 ; 1966—134,250 .... 3,274,111 1,582,750 
Additional paid-in capital arising from recapitalization in connection with 
retirement of Second and Third Preferred Stock and issuance of 223,364 
Shafes of Gommon’ Stock ors Methuen: ae ceaaietnt paaitaate e eeelon 7,421,236 — 
Retained. Gamings seer cate... oo eee chile bo ean. cea oceans wine t se 44,023,926 | 39,043,160 
SHAREHOLDERS’ INVESTMENT | $59,718,573 | $55,551,010 


The Company issued 1,535,500 shares of Common Stock in a stock split effected in the form of a stock dividend. In connection 
with the recapitalization which eliminated the Second and Third Preferred Stocks, the Company eliminated the minority 
interest in a real estate subsidiary. 


Note F—COMMITMENTS 


Long-term leases at January 28, 1967 require minimum annual rentals, including real estate taxes and expenses where 
applicable, of approximately $2,830,000 for the Company and retail subsidiaries and $3,190,000 for the Company and 
all subsidiaries (including in both instances $1,542,000 payable to real estate subsidiaries). 


Note G—EARNINGS PER COMMON SHARE 


Earnings per share are based upon Common Shares outstanding at year-end after giving retroactive effect in 1966 to stock 
splits and stock dividends. 

Pro forma earnings per share are based upon Common Shares outstanding at year-end after giving retroactive effect to a 
recapitalization in 1967 which eliminated the Second and Third Preferred Stock and the Preferred Stock of a real estate sub- 
sidiary held by minority interests, and to stock splits and stock dividends. 


Note H—REAL ESTATE SALES 
Gain from the sale of real estate realized by the real estate subsidiaries amounted to 1967 —$1,296,174 and 1966—$424,711. 
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The Dayton Company and All Subsidiaries 
statement of income 


Net retail sales, including sales of leased departments and rentals—Note H... 


Costs and expenses: 
Cost of sales and expenses exclusive of items listed below................. 
NMAINtOMANCO BNE TORIES ci 5 5)sdo iden a5 ce koa l eters sates se aiandiace ans olouiaig 
DFOCiATION ANG: AINOMIZARNONN oz oxo x) sees a cco a-Si Som: sleca agin => sited oa a Sta lpn oy 
RROntANG. eos ois Retin pins de cates epee aisles nals aya e eee sao nis Ste gb neMeecled 


GContsibution ta: retirement: Diana: 25 coins feck cue secs Sanne ven Sei sie oe'e oe Sars 


OPERATING INCOME 


WAXGS OH MNCOMO = NOLO IN. jain as dea tiebialn iad ge emia a saieuanvee aie. 
NET INCOME 


EARNINGS PER COMMON SHARE—Note G 
PRO FORMA EARNINGS PER COMMON SHARE—Note G 


See notes to financial statements, and statement of retained earnings on page 24. 
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Year Ended 


January 28, 1967 | January 29, 1966 


$223,210,637 | $189,776,071 
$19,222,321 $162,247,535 
1,000,358 874,447 
4,030,635 | 3,705,324 
1,476,678 | 942,738 
2,511,153 | 2,183,767 
5,322,776 4,765,450 
___ 862,132 | 953,716 
$208,426,053 | 


$ 14,784,584 


6,679,600 


$175,672,977 
$ 14,103,094 


7,151,793 


$ 8,104,984 


$ 6,951,301 
$1.91 
$1.94 


The Dayton Company and All Subsidiaries 
statement of financial position 


ASSETS 
CURRENT ASSETS 


Accounts receivable, less allowance (1967—$494,022 ; 1966—$431,898) . . 
Merchandise inventories—NoteB............ 0.0. c cece eee eee 
Supplies and; prepaid expenses’. |3.-..5.. 22 «os dee ne ome toa ee ten cians 
TOTAL CURRENT ASSETS 

INVESTMENTS AND OTHER ASSETS 


Marketable securities—at cost (market 

prices 1967—$3,017,416 ; 1966—$3,667,828) .................00.2. 
Tenants’ allowances, less amortization (1967—$1,539,119; 1966—$1,351,282) 
Other accounts’. hanks sete a cra. ote cote aah ae ee tie Tans hale CEE SNe 


LIABILITIES 


CURRENT LIABILITIES 
Notes payable to bank—unsecured............ 0.0 eee ce cece eee e eee 
Accounts payable and accrued liabilities...................-..--0005 


Income taxes, including deferred taxes on income reported on 
the installment basis (1967—$3,153,000 ; 1966—$2,868,000) .......... 
Long-term debt due within one year... .. 2.0.0.0... 00 0c eee cece eee eee 


TOTAL CURRENT LIABILITIES 


LONG-TERM DEBT—due after one year—Note D................ 0000005 


DEFERRED CREDITS, including deferred income 
taxes (1967—$2,518,200; 1966 —$1,989,161) —NoteA................ 


MINORITY INTERES |: 0:0. ¢.s:0cn.5 ue 9 sine eased g «ke ae ee my ee 


SHAREHOLDERS’ INVESTMENT—Notes A, D and E 
Proferrad Stocks (35035 siivicare a tee no ree get eels we Oa Maw I 
COMMON SOCK, 5 (oe 2a cern ab ele ta arc eae take a enrollee Ae as Sac clin ene ah oye 
Additional:paid-in: capital’... .46.5;.icuehicseen cata es Malena 2.) bases 
Retained eamings os 9.9.2... dosseeoy eee soe cea ec aoe Aries 


See notes to financial statements. 


January 28, 
1967 


January 29, 
1966 


$ 5,037,900 $ 4,329,751 
30,167,299 27,627,768 
31,317,693 27,770,196 

___714,228 458,194 

$ 67,237,120 $ 60,185,909 

$ 661,204 $ 1,379,171 
1,111,104 1,049,759 
1,344,675 1,206,846 

$ 3,116,983 $ 3,635,776 
72,049,035 66,534,448 

$142,403,138 $130,356,133 

$ 5,900,000 $ 2,225,000 
19,530,648 19,222,934 
6,167,254 7,405,692 
__ 2,384,408 2,462,823 

$ 33,982,310 $ 31,316,449 
45,694,394 39,261,495 
3,007,861 2,531,679 

= 1,695,500 

$ 4,999,300 $ 14,925,100 
3,274,111 1,582,750 
7,421,236 = 
44,023,926 39,043,160 

$ 59,718,573 $ 55,551,010 

$142,403,138 $130,356,133 
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The Dayton Company and All Subsidiaries 
statement of source and application of funds 


Year Ended 


January 28, 1967 | January 29, 1966 


Source of funds: 


NetiincomexOrmthosvORr ea. sie ste ta aiaashe ae ose Rea teanas «ales aee ma gre feasts ers $ 8,104,984 $ 6,951,301 
Depreciation: ANd BMOMIZAEON 5 iss sha. as. ois. 'eo ele atere atin atateclnlb Sly Vig. dth) seta is ato am 4,030,635 3,705,324 
Incredse ini long stern Gene 52% ose sis c.s-o.csais sersiags wieraten eines dele ersjetaieieas aiecaeress 6,432,899 3,479,345 
Others ea per aes ahaa vans hese see a adap a oe wo 1,348,608 | 1,012,726 

$ 19,917,126 | $ 15,148,696 

Application of funds: 

WAIST 8 I ge ata iesnaes nS hae dia eee ahohs ip eee Bread Mara nEe Te A $ 1,351,381 $ 934,009 
Net additions to property and equipment. ....... 00.0... cece eee ee 9,545,222 | 8,770,789 
Redemption of Common and Preferred Stock. ..............0.0 ccc eee eee 4,281,540 501,500 
go ERE EEE I REE AP EEA NES AME Morgen ot Seer lan A en 353,633 683,726 
lneraasesihh working: capital's c-.. 52 cw saccades we ce balked ws cleus nie niet wae 4,385,350 4,258,672 


$ 19,917,126 $ 15,148,696 


See notes to financial statements. 


accountants’ report 


To the Board of Directors 
The Dayton Company 
Minneapolis, Minnesota 


We have examined the statement of financial position of The Dayton Company and Retail Subsidiaries and of The Dayton 
Company and All Subsidiaries as of January 28, 1967 and the respective related statements of income and retained earnings 
for the year then ended. Our examination was made in accordance with generally accepted auditing standards, and accord- 
ingly included such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. We made a similar examination for the preceding year. 


In our opinion, the accompanying afore-mentioned financial statements present fairly the financial position of The Dayton 
Company and Retail Subsidiaries and The Dayton Company and All Subsidiaries at January 28, 1967 and January 29, 1966 
and the respective results of their operations for the years then ended, in conformity with generally accepted accounting 
principles consistently applied. We have similarly examined the accompanying respective statements of source and application 
of funds and, in our opinion, they fairly present the information therein set forth. 


Minneapolis, Minnesota 
March 17, 1967 
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The Dayton Company and All Subsidiaries 
five year comparisons 


RETAIL OPERATIONS (000’s) 


TOTAL OPERATIONS (000’s) 


Net sales and rentals. ..................05 
Net income 
Dividends paid 

PVMUROI UIE SON a5: sa ec al d.ctw ap SSSinisin Seat etn 

SOMMON'SLOCK die sneer kena Wasdeacies 
Eemings reinvested 3)... is bee s0 casas wnee a 
Capital expenditures....................0.0. 
Depreciation and amortization................ 


PER SHARE OF COMMON STOCK 

INGE GONE HO) oot Doss ccs bcae.s esse eaean 
Dvidende paid. toa caso. snee ee cate ueeas 
Book valle sereact tonnes ch aranoet teins 


Accounts receivable, net of allowances. 
Merchandise inventories, LIFO basis. . . sas 
Working (canttalicn) over 1.8 bars x seecaie edie 
Property and equipment, net of depreciation 
Retell COMPANIES io. iacdnisee edna scene 


Long-term debt 
Hotail Companles:es. .0p<steu oes Sos 
Real estate companies................. 
MAD Sy: Sey csnoeaie bates Aik Shanta ancl mop 
Shareholders’ investment 
Protaited Gteeks zor yo mvt a eick en ene 
Common shareholders’ equity............ 
Total shareholders’ investment............. 
Return on beginning shareholders’ investment 
Common shares outstanding, adjusted for 
stock splits and stock dividends......... 


GENERAL 


Numberot- stoma. 5 6. Ak obs 
Total square feet of space (000's) 
Space used in retail operations........... 
Space leased to others................. 


(*) Pro forma for recapitalization 


1967 


$217,962 


$223,211 
8,105 


815 
537 
6,753 
10,032 
4,031 


Year Ended Approximately January 31st 


1966 


$186,167 
14,234 
7.6% 
7,129 
3.8% 


$189,776 
6,951 


28,870 


30,091 
36,443 
66,534 


15,725 
23,536 
39,261 


14,925 
40,626 
55,551 

13.9% 


3,165 


10 


2,805 
884 


1965 


$162,774 
9,617 
5.9% 
5,435 
3.3% 


$165,765 
5,517 


1964 


$144,501 
6,601 
4.6% 
3,401 
2.4% 


$147,254 
3,433 


927 


87 


9.31 


2,739 
23,368 
21,887 
24,065 


30,557 
29,322 
59,879 


17,540 
19,283 
36,823 


15,488 
30,425 
45,913 

7.9% 


3,269 


1963 


$129,052 
4,402 
3.4% 
1,731 
1.3% 


$131,732 
1,930 


933 
997 
10,342 
2,335 


43 


8.54 


2,261 
21,790 
20,687 
26,912 


25,385 
28,121 
53,506 


18,476 
17,778 
36,254 


15,571 
27,919 
43,490 

4.5% 


3,269 


directors 


ROBERT G. BERTHOLF 
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